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Innovativeness in companies in the tourism sector can reasonably be considered to
be one of the most important factors of performance. This paper highlights the
importance of two determinants of tourism ﬁrms’ innovativeness – namely, market
and entrepreneurial orientation – focusing on the tourism sector. A conceptual
model was developed and empirically tested based on 91 Slovenian tourism SMEs.
The results of the study reveal the positive impact of a market and entrepreneurial
orientation on innovativeness, the positive relationship of innovativeness with ﬁrm
performance, and the importance of antecedents of innovativeness and their
impacts on performance. Thus, tourism ﬁrms should be encouraged to introduce
more entrepreneurial and marketing activities to increase innovativeness, which fos-
ters better ﬁrm performance. On this basis, a greater competitive advantage can be
reached.
Keywords: tourism; tourism ﬁrms; market orientation; entrepreneurial orientation;
innovativeness; performance
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1. Introduction
The scope of innovation on the national and international levels (macro-level), and
at the corporate level (micro-level) has attracted many researchers’ attention.
Kaufmann, Tsangar, and Vrontis (2012) argue that there are differences between
SMEs in terms of innovation. To this end, both practitioners and academics try to
ensure the best possible knowledge about innovation. In line with this, researchers
suggest a better system of monitoring and encouraging innovation, as Škare and
Tomić (2014) argue that economic progress is driven largely from innovation. How-
ever, studies examining the factors and effects of innovation have largely been
restricted to manufacturing (Hjalager, 2010), as traditional innovation theory derives
from the manufacturing industry (Hjalager, 2009). Currently, the rising share of ser-
vice activities in the global economy indicates the importance of measuring the level
of innovation potential, conditions for the establishment of an innovative environ-
ment in the company, and, of course, the implications for the services industry
(Miles, 2003). Tourism has become the world-leading service activity when measured
by its impact on the social and economic development of regions and countries, as
well as by the number of employees it engages (Holjevac, 2003). It also plays an
essential role for development and business opportunities for the Slovenian economy,
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as authentic, modern, innovative, and unique tourism products and services present
possibilities for further growth (Ivankovič, Janković, & Peršić, 2010). Moreover, the
profound implications of globalisation have deﬁnitively affected the tourism sector.
Thus, it is necessary for tourism companies to face the development of new tech-
nologies and, above all, structural and organisational innovation (Stamboulis &
Skayannis, 2003). However, researchers still stress that research in the ﬁeld of
innovation in tourism is very low, with few existing studies containing empirical
analysis (e.g., Gomezelj Omerzel, 2014; Hjalager, 2010; Novelli, Schmitz, &
Spencer, 2006; Orﬁla-Sintes, Crespi-Cladera, & Martinez-Ros, 2005; Sundbo, Orﬁla-
Sintes, & Sorensen, 2007).
To apply innovation theory to service sectors, inter-sector heterogeneity has to be
considered. It is also essential to consider innovation in one speciﬁc sector at one time
(Orﬁla-Sintes & Mattsson, 2009). For the tourism sector, which has a signiﬁcant posi-
tive impact on GDP and national economies, research in the ﬁeld of innovation is par-
ticularly important (Jiménez-Zarco, Martinez-Ruiz, & Izquiderdo-Yusta, 2011). Prior
research into the state of innovation activity in Slovenia (Stres, Trobec, & Podobnik,
2009) has shown that the only indicators of a strong positive trend in innovation in
Slovenia are the sales of products that are new to the market and the sales of products
that are new for a ﬁrm. In the area of lifelong learning, public investment in R&D,
high-tech products export and patenting in foreign markets, Slovenia has worse results
than countries leading in innovation; in fact, the trends are even negative. Membership
in European and world organisations and various other international structures represents
macroeconomic and political stability and thus a favourable foundation for the develop-
ment of an innovative environment. Further, good geographical location and natural
resources (e.g., water and wood) represent potential competitive advantages and oppor-
tunities for innovation. The competitiveness and efﬁciency of the services sector is an
important factor in economic growth. By improving the level of innovation in its ser-
vices sector, which is currently low, Slovenia can raise the innovation potential of its
entire economy.
In this vein, this article presents the development of a conceptual model of innova-
tiveness in Slovenian tourism companies, in which the antecedents and outcomes
regarding innovation of Slovenian tourism enterprises are analysed. Although many
authors have examined the market and entrepreneurial orientation of tourism ﬁrms sepa-
rately, Tajeddini (2010) stresses the fact that little attention has been devoted to the
effects of innovativeness, customer orientation, and entrepreneurial orientation on the
performance of tourism ﬁrms. Thus, the objective of this paper is to investigate and
develop an understanding of how entrepreneurial and market orientation inﬂuences ﬁrm
innovativeness and, consequently, performance among tourism businesses in Slovenia.
In the ﬁrst part of the paper, we provide a theoretical background regarding innovation
in tourism. Further attention is given to conceptualisation of the constructs used in the
study, followed by presentation of the results of the empirical study. Based on the
results, proposals for the management of tourism ﬁrms will be designed regarding
innovativeness in order to raise this process to a higher level and thereby enable
Slovenia to become more competitive in the tourism market. This would contribute to
enhanced competitiveness of the tourist destinations in which ﬁrms operate and,
consequently, to greater success.
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2. Literature review
2.1. Innovations: manufacturing versus services
Schumpeter (1934) as a pioneer in the ﬁeld of innovations, grouped innovation activities
into ﬁve categories: namely product/service innovation (introduction of a new product
or service), process innovation (implementation of a new method of production), mar-
keting innovation (emerging in a new market), new resources (new sources of raw mate-
rial) and organisational innovation (the development of new organisational forms). The
importance of economic, technological and organisational changes, which can always be
linked to innovativeness, was emphasised by many authors (Veblen, 1899) before
Schumpeter as well. Studies that are more contemporary usually use the OECD deﬁni-
tion of innovation (OECD, 2005, p. 46). Four categories of innovation are deﬁned in
this manual: product innovations (a new product/service or a signiﬁcant improvement of
an existing one), process innovation (a new or signiﬁcant improvement of an existing
business processes), marketing innovations, and organisational innovations. All of the
above deﬁnitions fully apply to the manufacturing industry.
Although a series of papers in the ﬁeld of innovation have been published in recent
years, Anderson, Potočnik, and Zhou (2014) stressed that there is still room for new
research in the area of innovation, especially because of dissimilar approaches and non-
uniﬁed theoretical backgrounds in the existing studies. For the purpose of our literature
review, we divide previous authors into two groups. The ﬁrst group of authors treat
innovativeness as an input for ﬁrm competitiveness and business performance (Jiménez-
Jiménez & Sanz-Valle, 2011; Nicolau & Santa-Maria, 2013; Orﬁla-Sintes & Mattsson,
2009; Pivčević & Praničević, 2012; Simpson, Siguaw, & Enz, 2006; Spencer, Buhalis,
& Moital, 2012; Thornhill, 2006; Weerawardenaa, O’Cass, & Julian, 2006). In dealing
with the turbulent external environment in today’s dynamic global market, ﬁrms have to
innovate to achieve long-term success and performance (Jimenez-Jimenez & Sanz-Valle,
2011). Only ﬁrms with the capacity to innovate are able to respond to increasing
changes and exploit the new market opportunities (Brown & Eisenhard, 1995). Most of
the above-mentioned researchers argue about the positive relation between innovation
and performance. Still, Simpson et al. (2006) emphasised that innovativeness may be
also expensive and risky, and – due to increased costs, employee dissatisfaction, and
hazardous changes – negative outputs can result. We agree that the relation between
innovation and performance is a multifaceted issue and requires further research.
Authors from our second group (Bellou & Andronikidis, 2009; Chang, Gong, & Shum,
2011; Martinez-Ros & Orﬁla-Sintes, 2012; Orﬁla-Sintes et al., 2005; Sundbo et al.,
2007) focused more on the key antecedents of innovativeness (human resource manage-
ment practices, the importance of employees and training, organisational culture, organ-
isational climate, leadership characteristics, business strategy, R&D departments, market
strategy, environment, and so on). Crépon, Duguet, and Mairesse (1998) emphasised
that ﬁrms invest in research not only to improve innovation activities but also, and espe-
cially, because of the contribution of such efforts to ﬁrm productivity and, consequently,
to ﬁrm performance. Some studies performed in manufacturing ﬁrms examined the role
of ﬁrm characteristics in the relation to innovation. Veugelers and Cassiman (1999)
found that by considering ﬁrm size, some particularities about innovation as well as
sourcing strategy can be explained. They showed that large ﬁrms are more able to use
internal knowledge while also acquiring external knowledge and are more likely to
innovate. The majority of research in the ﬁeld of innovation has focused on the
manufacturing sector (Cucculelli & Ermini, 2013; Laperche and Picard, 2013;
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Sánchez-Sellero, Rosell-Martínez, & García-Vázquez, 2013; Toivonen & Tuominen,
2009; Triguero & Córcoles, 2013). However, as the service sector is developing quickly
and is becoming dominant in developed economies, researchers have begun to dedicate
more attention to service sector innovativeness (Chang, Linton, & Chen, 2012; Des-
marchelier, Djellal, & Gallouj, 2013; Hogan, Soutar, McColl-Kennedy, & Sweeney,
2011; Thakur & Hale, 2013). Different authors agree about the intangibility, inseparabil-
ity and variability of services; therefore, future research is needed in exploring and mea-
suring innovation in services (Howells, 2007). Hipp and Grupp (2005) stressed the
importance of the human factor in service innovation processes (the service sector is
much more inﬂuenced by the efﬁciency of employees and their personal skills and
experience than the manufacturing sector) and customer involvement (there is very close
interaction between customers and service delivery).
Services usually include a set of different activities. Accordingly, it is possible to
deal with innovativeness in many areas when analysing innovations in services. Hurley
and Hult (1998) state that the degree of innovation of ﬁrms is expressed by the level of
encouragement of the development and implementation of new ideas, products or pro-
cesses. Grönroos (1990) linked innovativeness in services with a well-known property
of services: as services cannot be stored, innovations in a new service product, a new
procedure for producing or delivering, a new organisational form or the introduction of
new technology, cannot be stored and thus should be supplied at the same time that the
service is consumed. Hult and Ketchen (2001) stated that innovativeness represents
efforts to implement new ideas and may be perceived as an aspect of the organisational
culture of a company. Minor adjustments of procedures and practical improvements in
processes can also be included among services innovations (Sundbo & Gallouj, 1999).
Compared with manufacturing, where technological options should be considered, ser-
vice innovations are focused more on new service concepts, new client interfacing or
even new delivery systems (Van Ark, Broesma, & Hertog, 2003). Service innovation
(Carvalho, 2008) includes non-technological components (human resources, organisa-
tional structure, marketing, distribution channels, etc.) and technological components
(especially ICT). However, different authors have dealt with different models with a
variety of dimensions when studying service innovativeness.
2.2. Innovations in tourism
The service sector, including tourism, plays a fundamental role in developed economies.
Services are becoming the largest productive sector in most economies. The growth and
efﬁciency of services inﬂuences competitiveness, and many services stand for inputs
into products that compete in domestic and international markets. Within the services
sector, tourism plays an important role in the economy of various countries, as it con-
tributes to the economic growth of the countries and provides employment. The funda-
mental key to increasing the competitiveness of the tourism sector lies in innovations
(Carvalho & Costa, 2011). Given that services such as tourism include social behaviour
that involves personal interaction between the customer and the service provider, service
management theory (e.g., Grönroos, 1990) can be applied. The tourism market is
characterised by high levels of competition. Tourism ﬁrms must innovate in order to
keep up with their competition (Hall & Williams, 2008). This can lead to problems
because innovations in tourism ﬁrms are very difﬁcult to conceal or protect and thus
can be easily copied. Indeed, tourism service innovations are highly visible (Hjalager,
2002). The empirical ﬁndings of Pivčević and Praničević (2012) support the assumption
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that a high percentage of hotels tends to imitate and copy innovations introduced by
competitors. Moreover, the tourism sector is marked by some particularities. While the
number of tourism consumers is increasing and tourism consumption is growing, tour-
ism ﬁrms need to exercise caution because the tourist proﬁle has changed. Tourists
today are more experienced, informed, demanding, independent, easily accessible and
able to organise their holidays independently. Moreover, they are more conscious of sus-
tainability and expect the tourism sector to be managed in a sustainable way, in line
with economic, social and environmental dimensions (Carvalho & Costa, 2011).
Hjalager (2011) placed deﬁnitions in the ﬁeld of tourism by elaborating Schumpeter’s
(1961) classiﬁcation of inventions and innovations, such as product or service innova-
tion, process innovation, supply chain innovation, managerial innovation, communica-
tions innovation and institutional innovations. Furthermore, Križaj, Brodnik, and
Bukovec, (2012) have tried to identify diverse types of tourism innovations that, accord-
ing to Camisón and Monfort-Mir (2012), can be hidden because of tourism’s complex
and interdisciplinary business nature.
2.3. Slovenia: the state of the art
After the beginning of the economic crisis in late 2008 and 2009, Slovenia experienced
a decrease in the development gap compared with other EU countries. Economic activ-
ity declined, and R&D and innovation goals were not achieved. In the last few years,
growth in economic performance and employment has been low and slow (Bučar,
Jaklič, & Udovič, 2010).
In Slovenia, the direct contribution of travel and tourism to the GDP in 2013 was
3.6% (€1271.2 million),1 while the total contribution was 12.8% (€4510.3 million). Tra-
vel and tourism generated 32,500 jobs directly in 2013 (4.0% of total employment),2
while the total contribution to employment (including wider effects from investment)
was 105,000 jobs (13.1% of total employment) (WTTC, 2014). The results for the per-
iod from 2000 to 2014 are presented in Table 1.
According to the European Innovation Scoreboard data (EIS, 2014), Slovenia
belongs to the group of innovation followers, with performance close to that of the EU
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average. It is relatively strong in the areas of international scientiﬁc publications, R&D
expenditures in the business sector and public-private scientiﬁc co-publications, but it is
weak in non-EU doctorate students and knowledge-intensive service exports.
In Slovenia, the low innovation activity of the service sector has been noticed. Stare
and Bučar (2009) stated that this is a consequence of an incorrect understanding of the
concept of services as an unproductive labour sector. A problem also arises from the
weakness of systematically emphasising the importance of technological innovation in
the transition economies, which are more numerous in the manufacturing sector.
In Figure 1, six innovativeness indexes are presented (scored from 1 to 7); these
form the 12th pillar, named Innovation, in the WEF 2013, The Global Competitiveness
Report 2013–2014.
Recent empirical research on Slovenian ﬁrms conﬁrmed results regarding innovative-
ness that were similar to those of the above-mentioned studies. By using a balance sheet
and income data for Slovenian ﬁrms, Damijan, Kostevc, and Rojec (2009) examined the
relationship between innovation, ﬁrm productivity and productivity growth and found a
signiﬁcant correlation between productivity and ﬁrm propensity to innovate. Later,
Damijan, Kostevc, and Polanec (2010) found that exports positively inﬂuence the proba-
bility of becoming an innovator and that exports lead to productivity as well. Jaklič
(2007) found that the share of innovators among exporters (25%) is much larger than
that among ﬁrms that operate mainly on the domestic market (10%). Some other authors
(Burger, Jaklič, & Rojec, 2008; Ruzzier, Hojnik, & Lipnik, 2013) focused on the link
between innovation and internationalisation in a sample of Slovenian ﬁrms, all of which
conﬁrmed a positive correlation. Using data from Slovenian manufacturing companies,
Palčič, Buchmeister, and Polajnar (2010) analysed the relationship between organisa-
tional innovation concepts and companies’ performance indicators and found that R&D
expenses and innovation concepts are not always correlated. Rangus and Drnovšek






















Figure 1. Innovativeness indexes.
Source: Figure 1 is designed based on World Data Atlas, available at http://www3.weforum.org/
docs/WEF_GlobalCompetitivenessReport_2013-14.pdf (accessed 28 November 2014).
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many differences in the process of implementing open innovation, regarding the ﬁrm
size for both, manufacturing and service ﬁrms.
Innovativeness in the tourism sector should be understood as a necessity and as a
rule. As indicated in the earlier discussion, only innovative travel products can bring
high added value. Potential tourism supply increases because of tourism’s capacity for
innovation. There are new integral products on the market, which were previously not
available. The Slovenian Tourist board (STO) is taking some innovative actions in this
sector, as is the Bank of Tourism Potentials in Slovenia, which promotes the networking
of ideas and their realisation.
Focusing the research spotlight on tourism ﬁrms’ innovativeness, the behaviour of
Slovenian ﬁrms’ performance in the tourism sector will be analysed, as the Slovenian envi-
ronment, including the STO, is positively oriented towards innovativeness in tourism.
3. Conceptual framework
Based on the above theorising, this study focuses on two factors inﬂuencing innovative-
ness: (1) market orientation and (2) entrepreneurial orientation. As innovativeness is not
a ﬁnal goal of a ﬁrm, there is also a need to investigate how innovativeness impacts the
performance of a tourism ﬁrm.
3.1. Entrepreneurial orientation and innovativeness
In the existing literature on ﬁrm innovativeness, the most commonly applied theory is
Schumpeter’s (1934) entrepreneurship theory. Based on his work on economic develop-
ment, the outcome is seen as something new, so innovation is considered an as innova-
tive performance. In line with this notion, the capacity of a business to provide
innovative activities (Lumpkin & Dess, 1996) as well as a ‘critical organisational pro-
cess’ that inﬂuences the performance of ﬁrms (Dimitratos & Plakoyiannaki, 2003) is
deﬁned as entrepreneurial orientation.
From this perspective, entrepreneurship and innovations have become essential parts
of tourism ﬁrms’ success due to the competitive global environment (Roxas & Chadee,
2013).
Historically, studies usually investigate the independent effect of entrepreneurial
orientation on ﬁrm performance (Lumpkin & Dess, 1996) without considering a media-
tor, although a relevant mediator could strengthen the relationship between entrepreneur-
ial orientation and ﬁrm performance (Wiklund & Shepherd, 2005). For example, Roxas
and Chadee (2013) found that entrepreneurial orientation mediates the effects of institu-
tions on ﬁrm performance. Additionally, due to the globalisation process in the past few
years, entrepreneurship linked to innovativeness has received considerable attention in
the literature. Sundbo et al. (2007) determined in their study that large size, profes-
sionalism and entrepreneurship are essential determinants of small tourism ﬁrms’
innovativeness. A qualitative study regarding innovation and entrepreneurship in tour-
ism, conducted by Blichfeldt (2009), contributed to the understanding of innovation in
small and medium-sized tourism enterprises. The author identiﬁed critical success
factors for the companies including innovation, differentiation, pursuit of growth oppor-
tunities, hospitality and networks, and noted that the small and medium-sized tourism
ﬁrms are often regarded as less innovative comparing with other industries. The identi-
ﬁed reasons are lack of motivation, knowledge and resources. Another study (Aldebert,
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Dang, & Longhi, 2011) indicates the importance of using innovative activities in the
tourism industry, such as technological developments.
Some authors have empirically tested the relationship between entrepreneurial
orientation and innovativeness on business performance as its ﬁnal outcome (e.g.,
Nybakk & Hansen, 2008; Tajeddini, 2010). Nybakk and Hansen (2008) investigated
how entrepreneurial attitudes inﬂuence innovativeness and performance in Norwegian
nature-based tourism enterprises and found that managers with a stronger entrepre-
neurial attitude tend to be more innovative and consequently to perform better.
Tajeddini (2010) showed that entrepreneurial orientation in the hotel industry signiﬁ-
cantly and positively impacts innovativeness, which, in turn, has a positive effect on
business performance. However, despite the increasing literature on innovativeness,
there is still a lack of research into the entrepreneurial orientation and innovativeness
of ﬁrms in the services (especially tourism) industries (Kraus, 2011; Thomas, Shaw,
& Page, 2011).
In the current context, we believe that companies in the tourism industry who are
innovative are likely to engage in entrepreneurial activities to improve their innovative-
ness. As such, the following hypothesis is developed.
Hypothesis 1. Entrepreneurial orientation has a positive effect on the innovativeness of
tourism ﬁrms.
3.2. Market orientation and innovativeness
Tourism ﬁrms that are focused on their customers are able to develop new tourism prod-
ucts or services, be more speciﬁc and efﬁcient in targeting them and consequently have
a higher competitive advantage. Additionally, successful ﬁrms are constantly monitoring
their competitors and gaining market information (Jiménez-Zarco et al., 2011). Thus, it
is important to understand the role of market orientation in ﬁrm innovativeness. By
adopting a marketing orientation approach, ﬁrms can achieve a sustainable competitive
advantage (Kohli & Jaworski, 1990; Narver & Slater, 1990).
Ruekert (1992, p. 228) deﬁnes market orientation as the ‘degree to which the busi-
ness unit obtains and uses information from customers, develops a strategy which will
meet customer needs, and implements that strategy by being responsive to customers’
needs and wants.’ Additionally, market orientation is one of the antecedents of an
innovative culture (Hurley & Hult, 1998). As argued by Qu, Ennew, and Sinclair
(2005), many researchers in the ﬁeld of tourism have provided evidence of the impor-
tance of market orientation adoption and its impact on business performance and other
related outcomes. Many authors demonstrated that there are some interesting applica-
tions of market orientation in the tourism sector (e.g., Nsenduluka & Shee, 2009; Peña,
Jamilena, & Molina, 2012; Sin, Tse, Heung, & Yim, 2005). According to Peña et al.
(2012), there is evidence that managers are aware of the importance of marketing man-
agement for the ﬁrm’s output in tourism. However, they also note that more attention is
needed in this area. Additionally, it was determined that managers should pursue more
activities devoted to market orientation, such as capturing and responding to market
information. Still, there is a lack of research in the services sector investigating the rela-
tionship between market orientation, innovativeness and performance (Peña et al.,
2012), especially in the tourism context. For example, intangible investment in market-
ing can positively affect the long-term productivity of ﬁrms (Verbič & Polanec, 2014).
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Moreover, Tajeddini (2010) argues that the relationship between customer orientation
and innovativeness requires further research.
In the current context, there is a likelihood for ﬁrms to improve their innovativeness
by investing in marketing activities. Thus, the following hypothesis is developed.
Hypothesis 2. Market orientation has a positive effect on the innovativeness of tourism
ﬁrms.
3.3. Innovativeness and ﬁrm performance
Generally, the term ‘performance’ brings in the forefront measurements such as proﬁt,
costs, and market share (Laitinen, 2002), as ﬁrm performance has traditionally been
viewed and measured in accounting terms (Jennings & Seaman, 1994). As innovative-
ness is a key factor for business performance (Deshpande, Farley, & Webster, 1993;
Tajeddini & Trueman, 2008), it is essential to determine the antecedents of innovative-
ness and its impact on ﬁrm performance. Reﬂecting on this view, some studies have
investigated the relationship between innovativeness and ﬁrm performance (e.g., Keskin,
2006). Tajeddini (2010), who investigated the extent to which customer orientation,
entrepreneurial orientation, and innovativeness have a positive impact on hotel service
performance, found that the more the hotel’s managers and owners pursue new ideas,
products and new technologies, the more likely it is that the ﬁrm will improve its per-
formance (e.g., proﬁt, sales, ROI). The results of the study show that customer orienta-
tion, entrepreneurial orientation and innovativeness have an impact on ﬁrm
performance. Rasković, Mörec, and Brenčič (2012) conﬁrmed the positive relationship
between business innovations and overall ﬁrm performance, as well as its increasing
importance with the worsening of the current economic crisis. However, the link
between customer orientation and innovativeness is not signiﬁcant. In any case, the
study by Camisón and Monfort-Mir (2012) should be considered, as it is not limited to
analysing innovativeness but ﬁrst deals with the problem of measuring innovativeness
indicators. The study showed that the services sector is less technologically innovative
than the manufacturing sector and that tourism companies are less technologically
innovative than manufacturing and other services companies, as they innovate for the
most part based on previously available knowledge within the organisation, allowing
imitators and adapters to copy them. Based on the above theorising the following
hypothesis is developed.
Hypothesis 3. Innovativeness has a positive effect on the performance of tourism ﬁrms.
4. Methodology
The focus of the remainder of the paper will be on the selection of variables and mea-
surements, data collection process, sample description and data analysis.
4.1. Questionnaire, data collection and sample description
Based on the literature review, a survey instrument was developed and adopted using
research by Rhee, Park, and Lee (2010), including two antecedents of ﬁrm innovative-
ness – (1) market orientation and (2) entrepreneurial orientation – and the innovative-
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ness outcome (i.e., ﬁrm performance). A ﬁve-point Likert scale was used for all the
items (except for respondents’ demographic data), ranging from 1 (strongly disagree) to
5 (strongly agree). To measure market orientation (nine variables), Narver and Slater’s
(1990) measurement instrument was adopted, measuring customer orientation and com-
petitor orientation. Entrepreneurial orientation measurement (six variables; adopted from
Covin & Slevin, 1989; Naman & Slevin, 1993; Hult et al., 2004) focused on the mea-
surement of risk-taking propensity and proactiveness, which relies on dealing with the
company’s competitors. Firm innovativeness measurement (ﬁve items) was adopted
from Hurley and Hult (1998), and ﬁrm performance was measured using three items
based on comparison with competitors over the past three years in terms of market
share, growth rate and proﬁtability.
First, a list of tourism ﬁrms, based on the AJPES data collection, was drawn up;
then, a representative sample of 850 Slovenian tourism ﬁrms was chosen using the
method of probability sampling (with available and usable email addresses). Online sur-
veys were sent to the ﬁrms via email. In the ﬁrst phase, 54 complete answers were
received. After a reminder message was sent, a total of 91 returned surveys were con-
sidered for further analysis (for a 10.7% response rate). The survey was anonymous. Of
the 91 respondents, 14.3% were from hotels, 11% were from bars and restaurants,
14.3% were from travel agencies, 15.4% were from farm houses with rooms, 2.2% were
from farm houses without rooms, 33.0% were from other types of ﬁrms, and 9.9% did
not report the ﬁrm type. The sample adequately represents the population and structural
composition of the original sample.
4.2. Analysis
Within quantitative research, uni-, bi- and multivariate statistical analyses were per-
formed using the SPSS 19.0 and EQS software programmes. For all the variables, the
values of skewness and kurtosis were above |2|; therefore, their distribution is similar to
normal distribution, and no items were excluded from the analysis. In order to test the
model, factor analysis was performed (explorative and conﬁrmative) using SPSS and
EQS software. To check the validity of the constructs, exploratory factor analysis was
performed using the principal component method. This technique was used for each
dimension separately (based on one factor). In order to have a valid construct, one item
was eliminated from the entrepreneurial orientation factor, as its communalities were
lower than 0.2. The factor loadings are between 0.474 and 0.959. The KMO value for
each dimension is between 0.711 and 0.835; therefore, all values are above the mini-
mum acceptable level. The results of Bartlett’s test for each dimension were 0.000 (p <
0.001). The reliability of constructs was measured with the Cronbach Alpha coefﬁcient,
with values ranging from 0.769 to 0.919. Therefore, all dimensions have good reliabil-
ity. Finally, EQS Multivariate Software version 6.1 was utilised for conﬁrmatory factor
analysis and testing of the proposed model. Since no non-normality was found in the
data, the ERLS (Elliptical Reweighted Least Square) estimation method was used. As
recommended by Hair, Black, Babin, Anderson, and Tatham (2006), the ﬁt of the model
was assessed with multiple indices: NNFI (the non-normed ﬁt index), CFI (the compara-
tive ﬁt index), RMR (root mean-square residual), and RMSEA (the root mean square
error of approximation). Values of NFI and CFI greater than 0.90 indicate a good model
ﬁt (Byrne, 2004). Hu and Bentler (1999) suggest that values of SRMR less than 0.08
indicate an acceptable ﬁt.
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Technical innovation, based on research results, is
readily accepted
3.74 0.917 0.820
Management actively seeks innovative ideas 4.21 0.823 0.827
Innovation is readily accepted in programme/project
management
4.01 0.888 0.793
People are rewarded for new ideas that work well 3.56 1.077 0.677






Firm plays close attention to after-sales services 3.73 0.844 0.474
Business objectives driven by customer satisfaction 4.75 0.508 0.795
Competitive advantage is based on understanding
customers’ needs
4.57 0.635 0.768
Closely monitoring and assessing customer satisfaction 4.30 0.863 0.715




Salespersons share information about competitor
information
3.92 0.910 0.558
Rapid response to competitive actions 3.65 0.923 0.561
Top management regularly discusses competitors’
strengths and weaknesses
3.79 0.863 0.630






In general, the top management has a strong proclivity
for high-risk projects with chances of very high
returns
2.88 1.031 0.866
In general, the top management of our company
believes that bold, wide-ranging acts are necessary
to achieve the ﬁrm’s opportunities
3.55 0.934 0.806
Adopting a bold, aggressive posture in order to
maximise the probability of exploiting potential




In dealing with its competitors, our company is usually
the ﬁrst one to introduce new product/services,
administrative techniques, operating technologies, etc.
3.87 0.833 0.505
Our company wants to be better than our competitors 4.21 0.768 0.484
Total 3.50 0.648
Performance 0.919
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4.3. Findings
The results of the uni- and multivariate analyses are shown in Table 2.
In order to test the model, structural equation modelling (SEM) procedures were
used. The ﬁnal model is presented in Figure 2.
Conﬁrmatory factor analysis conﬁrmed the validity of variables for all the dimen-
sions. All coefﬁcients are positive and statistically signiﬁcant. The structural relation-








Over the past 3 years more market growth rate than
our competitors
3.57 0.884 0.959









































Figure 2. The model of innovativeness in tourism.
Source: Authors.
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of the the impact of innovativeness on tourism ﬁrm performance were estimated using
the elliptical reweighted least square (ERLS) method in EQS 6.1. EQS reported that
parameter estimates appeared in order and that no problems were encountered during
the optimisation. The resulting model’s goodness-of-ﬁt indices indicated a moderately
good model ﬁt (NNFI = 0.91; CFI = 0.92; RMR = 0.11; and RMSEA = 0.07). More-
over, the results show that all three hypothesis are conﬁrmed.
5. Conclusion and discussion
Both academics and practitioners have investigated the signiﬁcant relationship between
innovation and performance in an effort to deﬁne the important factors that positively
inﬂuence innovation development (Jiménez-Zarco et al., 2011). Additionally, one of the
most conspicuous developments in tourism policy internationally over the past two dec-
ades has been the growth of interest in small businesses, which have been seen by pol-
icy-makers as the economic lifeblood of the sector and, simultaneously but
paradoxically, as the laggards that prevent innovation and growth.
The results of our study show the positive relationship between two antecedents of
ﬁrm innovativeness (i.e., market and entrepreneurial orientation) and the outcome of
innovativeness (i.e., performance). Managers are advised to identify the key factors that
inﬂuence innovativeness, and they need to be aware that a market and entrepreneurial
orientation is of paramount importance for tourism ﬁrms’ innovativeness and, conse-
quently, ﬁrm performance. On this basis, they could encourage innovative approaches,
such as, for example, paying close attention to after-sales services, business objectives
driven by customer satisfaction, understanding customers’ needs, monitoring and assess-
ing customer satisfaction, and so forth. The results of this study also reveal the impor-
tance of marketing activities toward competitors (e.g., sharing information about
competitors, rapid response to competitive actions, discussions about competitors’
strengths and weaknesses, and so on). Additionally, this study conﬁrms the results of
previous studies that have provided evidence regarding the impact of an entrepreneurial
orientation on innovativeness, in this case speciﬁcally in the context of Slovenian tour-
ism SMEs. In this context, the results show impacts such as top management’s high-risk
project proclivity, the necessity of wide-ranging acts, and initiation of actions to which
competitors respond.
Regarding the importance of marketing and entrepreneurial orientation for innova-
tiveness, a number of guidelines can be offered to researchers. A tourism ﬁrm commit-
ted to developing and improving marketing and entrepreneurial competencies must
attempt to improve innovativeness activities in the ﬁrm. Innovation consequently affects
the ﬁrm performance.
It should be noted that, although this study makes important contributions to the
understanding of the role of innovativeness, it also has some limitations. Speciﬁcally, it
is limited to the tourism sector and has a small sample size. Although a positive rela-
tionship was identiﬁed among market orientation, entrepreneurial orientation, innovative-
ness and ﬁrm performance, other determinants of innovativeness might be included in
the model for further research. For example, several researchers have analysed the inﬂu-
ence of ﬁrm size and ﬁrm age on innovation activities (Acs & Audretsch, 1990; Bala-
subramanian & Lee, 2008; Damanpour, 1992; Greve, 2008; Mafﬁni Gomes,
Kruglianskas, & Scherer, 2009; Sorenson & Stuart, 2001; Zenger & Lazzarini, 2004).
The inﬂuence of ﬁrm size and ﬁrm age on innovativeness can be negative or positive.
On one hand, large ﬁrms are more aggressive, can earn higher returns on R&D, and
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have more professional structures and thus are less ﬂexible and lack managerial control
(Chen & Hambrick, 1995). On the other hand, they have stronger market power and
thus can easily spread innovations (Boone, Carroll & Witteloostuijn, 2004). In any case,
the owners of small ﬁrms can include entrepreneurial activities among employees
(Davenport & Bibby, 1999). Usually, a positive relationship between ﬁrm age and
innovativeness has been found. Sorensen and Stuart (2001) analysed the inﬂuence of
ﬁrm age and proved that, although older ﬁrms generate more innovations, these are usu-
ally of lower quality. This occurs because older ﬁrms generally have more difﬁculties in
exploiting new knowledge and are involved in established routines; furthermore, ﬁrm
age can reduce organisation-environment inputs. In this regard, the aim was to analyse
the effect of ﬁrm size and ﬁrm age as moderator variables in the relationship between
innovativeness and performance; however, owing to the small sample size, no such
moderator was included in the model. Thus, this represents a limitation of the present
study. However, future research could replicate and extend these ﬁndings using the men-
tioned determinants.
Another possible direction for further research would be to investigate the difference
between different sectors of tourism ﬁrms and how environmental (internal and external)
characteristics may affect organisational innovation. Another plausible area of future
research would be the signiﬁcance of tourism ﬁrms’ network capacity for innovation
activities. Thirdly, an attempt to determine how employees can be encouraged to start
thinking differently and to motivate them to develop new ideas and behave innovatively
could prove to be a very interesting and important study. Objective indicators of ﬁrm
performance could also be included in future studies, such as sales, proﬁt, ROI, and so
on. In this vein, various measures in the area of innovativeness in tourism could be
developed so as to address potential barriers to innovativeness.
Disclosure statement
No potential conﬂict of interest was reported by the authors.
Notes
1. Industries such as hotels, travel agents, airlines and other passenger transportation are also
included as activities of the restaurant and leisure industries that are directly supported by
tourists.
2. Employment by hotels, travel agents, airlines and other passenger transportation services,
restaurants, and leisure industries directly supported by tourists is included.
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